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In	 the	 financial	 accounts	 as	 collected	 by	 the	U.S.	 Federal	 Reserve,	 one	Balance	
Sheet	 item	 stands	 out:	 “The	 Household	 Balance	 Sheet	 over	 the	 period	 2000-








and	2011	 totaled	 	 $6.573	 trillion.	Even	 the	government	borrowings	over	 these	








To	 counter	 the	 2008	 recession,	 two	 of	 the	 instruments	 used	 were	 the	
Quantitative	 Easing	 	 (“Q.E.”)	 program	 by	 the	 Federal	 Reserve	 and	 the	 deficit	
financing	by	 the	U.S.	Federal	Government.	The	Q.E.	program	focused	on	buying	
up	 U.S.	 government	 debt	 and	mortgage-backed	 securities	 paper	 issued	 by	 the	
state	 sponsored	 financial	 institutions,	 such	 as	 Fannie	 Mae	 and	 Freddy	 Mac.	
Interest	rates	were	kept	at	historical	lows.	The	U.S.	government	debt	to	GDP	level	










that	 has	 not	 been	 tried	 is	 to	 use	 Q.E.	 to	 help	 households	 directly	 in	 releasing	












Over	 the	 years	 2006-2020,	 the	 U.S.	 government	 has	 seen	 its	 debt	 levels	 grow	




incurred;	 however	will	 it	 be	 extensive	 and	 timely	 enough?	More	Q.E.	might	 be	
another	option,	but	will	it	be	able	to	help	those	who	most	need	it:	those	on		lower	









as	 in	 other	 countries.	 The	 testing	 stage	 of	 new	 vaccines	 seems	 to	 have	 been	
successful,	 but	 the	 immediate	 negative	 effects	 of	 the	 corona	 crisis	 will,	 most	





The	 one	 aspect	 that	 often	 seems	 to	 be	 taken	 for	 granted	 is	 the	 savings	 level	
accumulated	 by	 individual	 households,	 both	 in	 home	 equity	 and	 in	 pension	





The	 corona	 crisis	has	had	and	will	have	a	major	 financial	 impact	on	many	U.S.	
households	that	can	least	afford	it:	the	bottom	50%	of	households.	To	show	how	
long	 the	 financial	 crisis	 previously	 impacted	 this	 group,	 one	 may	 refer	 to	 the	
Federal	 Reserve’s	 statistics3 ,	 which	 indicate	 that	 these	 households	 had	 an	
accumulated	net	worth	of	$1.453	trillion	in	Q1	2007.	They	experienced	a	drop	to	
$180.7	 billion	 in	 Q2	 2011:	 a	 loss	 of	 85%!	 	 The	 bottom	 50%	 finally	 saw	 their	





















In	 hindsight,	 the	 Great	 Recession	 experience	 of	 2006-2012	 did	 show	 that	
allowing	 the	 property	 markets	 sorts	 itself	 out	 did	 not	 work.	 In	 a	 highly	
interesting	 set	 of	 statistics	 by	 the	 Federal	 Reserve,4	it	 shows	 the	 real	 estate	

















The	 Great	 Recession	 was	 preceded	 by	 the	 practice	 of	 putting	 all	 different	




third	parties,	 but	 the	ultimate	 fund	providers	 relied	on	 the	 competence	of	U.S.	
banks	 to	 distinguish	 between	 acceptable	 and	 unacceptable	 risks.	 Quite	 a	 few	






































Many	of	 the	 lower	 income	families	got	 into	serious	 financial	 trouble	during	the	
period	2007-2013	as	the	above	foreclosure	filings	clearly	illustrate.	The	top	50%	
of	 income	 earners	 usually	 had	 other	 savings	 to	 fall	 back	 on	 to	 stave	 off	
repossession	of	their	properties.	
	
With	a	high	degree	of	 certainty,	one	may	conclude	 that	 the	bottom	50%	of	 the	












to	 GDP	 level	 was	 63%	 of	 GDP.	 It	 did	 reach	 135.6%	 as	 per	 Q2	 2020.	 As	 a	











the	 136%	 of	 GDP	 that	 was	 reached	 by	 Q2	 2020.	 Government	 debt	 represents	
expenditure	 that	 was	 not	 funded	 by	 taxes.	 Any	 government	 of	 any	 political	
leaning	 can	 use	 borrowings	 to	 expand	 its	 activities	 in	 a	 current	 year	 over	 and	
above	its	tax	revenues.	Such	borrowings	have	two	aspects:	the	first	one	is	that	it	
is	 an	 additional	 expense	 that	 usually	 creates	 economic	 activities:	 a	 gain	 for	




the	 money	 needed.	 In	 the	 U.S.	 this	 method	 did	 not	 exist	 till	 2009	 when	 the	





not	 because	 financial	 markets	 are	 unwilling	 to	 lend	 more,	 but	 because	 the	
reverse	action	of	lowering	government	debt	levels	will	need	to	be	too	draconian	
on	households.	For	QE	there	is	a	different	reason.	Q.E.	does	not	necessarily	need	



















higher	 level	of	disposable	 incomes.	Rather	 than	borrowings,	 the	 focus	could	be	
on	home	equity	 savings	 levels.	The	U.S.	Treasury	did	expand	 its	 activities	with	
the	help	of	government	debt	increases.	However	the	U.S.	Treasury	was	fighting	a	
losing	 battle,	 as	 the	 savings	 losses	 were	 equivalent	 to	 nearly	 three	 years	 of	













same	as	 in	all	 economic	 interventions:	Stimulate	economic	growth	 levels	when	
market	forces	pull	an	economy	in	the	opposite	direction.	
	





reduced	 lending	 levels	 and	 as	 the	 foreclosure	 statistics	 showed,	 they	 used	
foreclosure	methods	extensively	over	the	period	2007-2013.	The	banking	sector	
added	to	the	household	losses	by	generally	pursuing	those	who	could	no	longer	
afford	 the	mortgage	payments.	 It	 also	 caused	new	housing	 starts	 to	drop	 from	













What	 happened	 during	 the	 Great	 Recession	 was	 that	 such	 savings	 flow	 was	
interrupted	 by	 the	 banking	 sector.	 Debts	 drove	 out	 equity	 stakes!	 The	 bottom	
50%	 of	 households	 suffered	 the	most	 for	 the	 simple	 reason	 that	 they	 did	 not	
have	 enough	 spare	 cash	 in	 savings	 to	 continue	 the	mortgage	payments.	As	 the	
data	 in	 footnote	3	show,	 the	net	worth	of	all	households	 in	 the	bottom	50%	of	
incomes	stood	at	$1.454	trillion	 in	Q1	2007	and	by	Q2	2011	 it	had	dropped	to	
$189.7	 billion;	 a	 loss	 of	 87.6%	 or	 $1.26	 trillion.	 According	 to	 these	 statistics	
lower	income	households	did	try	anything	in	their	power	to	keep	up	with	their	














$21.5	 billion	 affecting	 17.3	 million	 households	 out	 of	 a	 total	 of	 44	 million	
according	to	Reuters.6	
	








Savings	 can	manifest	 themselves	 in	 different	 forms.	 The	 simple	 one	 is	 cash	 on	
hand.	Other	forms	are	current	accounts,	savings	accounts,	time	deposits,	but	also	
share	 and	bond	holdings	 and	different	 types	 of	 pension	 savings.	Other	 savings	
are	 locked	up	 in	homes	or	 in	 collective	 instruments	 like	pension	 funds.	Finally	
some	 lucky	 households	 may	 have	 an	 art	 collection.	 For	 many	 households	 the	





For	one	 thing	no	 system	exists	 yet	 to	 cash	 in	 such	 savings	other	 than	 to	 sell	 a	
property	or	take	a	new	or	additional	mortgage.	Selling	a	home	is	expensive	and	
taking	an	additional	mortgage	turns	the	savings	into	cash	but	with	the	drawback	
that	 debt	 obligations	 are	 created.	 Creating	more	 debt	 for	 the	 simple	 reason	 of	
wanting	to	use	one’s	own	savings	is	an	economically	inefficient	manner.		
	
The	 option	 that	 could	 be	 considered	 is	 to	 use	 Quantitative	 Easing	 from	 the	
Federal	 Reserve.	 This	 will	 be	 a	 different	 type	 of	 Q.E.,	 as	 the	 Fed	 will	 not	 be	
financing	 existing	 debt	 obligations,	 be	 it	 from	 the	 U.S.	 government	 or	 from	
outstanding	 home	 mortgage	 obligations	 from	 the	 state	 sponsored	 mortgage	
lending	 companies	 such	 as	 Fannie	 May	 and	 Freddy	 Mac.	 The	 Fed	 would	 -as	
opposed	 to	 fund	 borrowings-	 fund	 savings	 at	 0%	 costs.	 It	 could	 do	 so	 on	 a	
temporary	basis	by	 converting	part	home	equity	 into	 cash.	 It	 could	make	 such	
funds	 available	 via	 the	 banking	 sector	 to	 individuals	 by	 having	 banks	 create	

























equity	 level	 in	a	home	 to	 less	 than	10%	of	 its	value.	Any	value	above	10%	can	
potentially	be	considered,	but	the	combined	households	collective	requests	have	
to	 fall	 in	 line	with	 the	government’s	assessed	need	 for	economic	 stimulus.	Any	
home	value	assessment	should	be	based	on	February	2020	data.	Any	later	date	












6.	To	enable	households	 to	re-save	 in	 line	with	 the	economic	situation,	a	grace	
period	for	such	re-saving	needs	to	be	set.	The	Federal	Reserve	may	also	decide	to	






8.	 If,	 like	 in	 many	 cases,	 the	 household	 still	 has	 a	 mortgage	 to	 service,	 it	 is	
suggested	that	the	re-saving	gets	priority,	so	as	to	strengthen	the	equity	base	in	
the	home	again.	It	would	imply	that	mortgage	lenders	(about	50%	are	funded	by	
state	 sponsored	 enterprises	 anyway)	 could	 be	 temporarily	 paid	 the	 interest	




will	be	done	at	 a	 slower	pace,	when	 the	economy	 is	 still	 in	a	 recession	period.	













the	Tessa	system	be	set	at	 the	median	 income	 level	of	$65,000	or	at	 twice	 this	
amount	at	$130,000?	Should	there	be	regional	variations?	
	
11.The	 U.S.	 government	 may	 also	 need	 to	 decide	 to	 what	 extent	 it	 wants	 the	





12.	 The	 Tessa	 system	 allows	 the	 U.S.	 government	 to	 turn	 the	 tap	 off	 when	
releasing	 home	 equity	 is	 no	 longer	 needed	 and	 turn	 the	 tap	 back	 on	 when	 it	
judges	the	economic	circumstances	require	it	to	do	so.	
	
13.	 The	 Tessa	 account	 could	 be	 an	 account	 to	 be	 setup	 by	 the	 household’s	
principal	bank	on	the	request	of	the	homeowner.	The	costs	of	maintaining	such	




14.The	 Tessa	 account	 might	 be	 abused	 by	 some	 homeowners.	 Therefore	 if	 a	
homeowner	does	not	fulfil	its	contractual	obligations	in	“re-saving”	the	principal	











The	 key	 conclusion	 from	 the	 above	 is	 that	 a	 different	 economic	 adjustment	
method	 can	be	used	 to	 stimulate	 economic	 growth	and	employment	 levels.	All	
U.S.	households	suffered	huge	home	equity	losses	since	2007,	but	especially	the	



























thereby	 no	 costs	 to	 the	 households.	 Recessions	 are	 periods	when	 demand	 for	





economy	 are	 clear.	 Increased	 consumption	 will	 lead	 to	 higher	 employment	
levels.	Higher	employment	 levels	will	 lead	to	higher	company	profits	and	more	
investments.	 It	 will	 also	 lead	 to	 a	 higher	 tax	 income	 level	 and	 lower	 U.S.	
government	 deficits,	 without	 having	 to	 change	 the	 tax	 rates.	 Banks	 will	 see	 a	
reduced	level	of	doubtful	debtors.	This	system	will	also	protect	the	accumulated	
savings	made	in	the	past	in	an	economically	more	efficient	manner.	
	
Perhaps	the	time	has	come	to	consider	such	a	system	for	the	benefit	of	all.	
	
	
	
	
Kees	De	Koning	
	
Chorleywood	U.K.	
	
22nd	November	2020	
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